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The opportunity of presiding at this Sixth Annual 
Meeting of the Boards of Governors of the International 
Monetary Fund and the International Bank for Recon- 
struction and Development affords me great pleasure 
indeed. As Chairman, I have the privilege of extending 
a personal greeting to our distinguished Governors, 
Alternate Governors and advisers, the representatives of 
other international organizations, and to our honoured 
guests. Pleasant recollections of previous meetings encour- 
age us to look forward to a friendly and productive inter- 
change of views, in this hospitable city of Washington, 
and we shall endeavor to shape our deliberations so as 
to contribute to the effective operation of our two insti- 
tutions and to the well-being of the countries we represent. 

At the outset I would like to comment with satisfaction 
on the continuing increase in the membership of the 
Fund and Bank. This is tangible evidence of the endur- 
ing value of the principles and purposes originally con- 
ceived at Bretton Woods. With the recent welcome 
addition of Sweden to our ranks, we are now an even 
fifty members. It is the firm intention of the Boards of 
Governors to develop the Bank and Fund as instruments 
of international cooperation which will welcome all those 
who wish to support their objectives and benefit from 
their activities. 

It might be appropriate at this point to refer to the 
handsome contribution which Sweden has already made 
to the Fund in the person of Mr. Ivar Rooth who has 
been selected by the Executive Board as Managing Di- 
rector of the Fund. He earned an outstanding reputa- 
tion during his twenty years as Governor of the Central 
Bank of Sweden and is recognized as an authority in 
matters of international finance. We may be fully con- 
fident that Mr. Rooth and Mr. Eugene Black will main- 
tain an able administration of the two institutions in the 
year ahead. 

I should like to take this opportunity of expressing 
our gratitude to Mr. Camille Gutt for his endeavors on 
behalf of the Fund from its very inception. It is our 
deep regret that Mr. Gutt has decided to relinquish the 
burdens of his office as Chairman of the Executive Board 
and Managing Director of the Fund. His wise guidance, 
his balanced judgment, and his experienced understand- 
ing of the problems of the Fund’s members have all 
contributed to the successful nursing of our institution 


Governors of the Fund and International Bank 


during its first years of infancy. All of you, I am cer- 
tain, join me in expressing to Mr. Gutt our warmest 
appreciation for his untiring labors on behalf of the 
Fund. 

In reviewing the year that lies behind us, certain out- 
standing features are prominent in our minds, At the 
meeting in Paris last September, many Governors ex- 
pressed concern over the prospect that inflationary im- 
pulses resulting from the hostilities in Korea would 
jeopardize the progress that had already been achieved 
in restoring a measure of monetary equilibrium through- 
out the world. The mounting expenditures on defense 
would have to be superimposed on economies which, in 
many cases, were already sorely pressed. In addition 
to the direct effects of expanding defense expenditures, 
it was apparent that prices were being forced up by 
buying in anticipation of impending shortages. 

The developments of the past year have shown that 
the concern expressed at the last meeting was fully justi- 
fied, and they underline the vital necessity for govern- 
ments to take effective measures to deal with the problem. 
It is equally essential that the peoples of our countries 
should understand that the problem is not one for which 
there is any easy trick solution, but rather that it is one 
which will require the concerted efforts and forebear- 
ance of all elements in the community if it is to be solved. 

The task of controlling inflation is difficult but by no 
means hopeless. Many member countries have already 
taken some significant steps to offset in one way or an- 
other the inflationary consequences of post-Korea devel- 
opments. These measures naturally vary from country 
to country in accordance with the circumstances and 
social philosophy of each, and it would not be appropriate 
to urge a uniform course for all member countries. It 
does appear, however, that a resolute approach to the 
control of inflation must recognize that we are not con- 
fronted by a short-period emergency which can be dealt 
with by patch-work methods. There is likely to be a 
continuous pressure on our resources as the defense needs 
compete with the normal claims of consumption and 
investment. It is therefore of the highest importance 
that the efforts to cope with the situation should not 
consist merely of symptomatic treatment, but that they 
should deal with the root causes of inflation. It is 
imperative that our efforts should not be temporary 
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improvisations; rather must they be of a character that 
can endure as long as the need for them continues. 

Now more than ever before do we feel the need for 
effective international consultation and mutual help. The 
Fund is concerned with monetary stabilization and con- 
vertibility, but exchange rates, exchange reserves, and 
practices are but aspects of a larger closely integrated 
mechanism. At Bretton Woods it was anticipated that 
in helping to achieve exchange stability and liberal 
exchange practices the Fund would render its greatest 
service to member countries in their quest for economic 
well-being. The basic component in the Fund’s philos- 
ophy was therefore the concept of reciprocity: the Fund 
is bound to assist its members, and members are bound 
to strive to attain and maintain the basic principles of 
the Fund. 

Governors will have observed that the Fund engaged 
in only one fresh exchange transaction during the past 
year. At the last annual meeting, and at other times, 
certain Governors have expressed their concern at the 
failure of the Fund to place its resources more effectively 
at the disposal of its members. The thought has been 
expressed that the Fund may have safeguarded its re- 
sources with unnecessary rigidity and caution, and per- 
haps deprived members of support to which they felt 
entitled. The view has also been put forward that the 
effectiveness of the Fund as an operating institution 
would be enhanced if its members were encouraged to 
turn to it for assistance from time to time for appropriate 
purposes. 

The questions involved in the use of the Fund’s re- 
sources are numerous and complicated, and they have 
been discussed at length in the various Annual Reports 
of the Executive Directors. If some members feel that 
the Fund has been less forthcoming in this respect than 
they may have wished, there may also be some justifica- 
tion for the feeling, which seems to be reflected in the 
Report of the Executive Board on Exchange Restrictions, 
that in certain cases members have not moved so rapidly 
toward achieving the aims of the Fund, through the 
elimination of exchange restrictions and discriminations, 
as their circumstances would have permitted. 

Governors will have noted with satisfaction the recent 
decision of the Executive Board which is directed toward 
ensuring that in the present world monetary situation the 
Fund’s resources will be made available to give confidence 
to members in undertaking practical programs of action 
to help achieve the purposes of the Fund. I should like 
to express the hope that opportunities will arise for 
collaboration between the Fund and members along these 
lines. 

The prevalence during the past fiscal year of a sellers’ 
market for raw materials had advantageous effects on 
the balance of payments of many of our members. This 
has provided them with the possibility of considering 
with greater courage the relaxation of exchange restric- 


tions and simplification of multiple rate structures. It 
is to be hoped that developments in the exchange posi- 
tion of members will enable these efforts to be continued 
and intensified—not only for the sake of the furtherance 
of the Fund’s objectives but also on account of the relief 
from inflationary pressures which could be achieved 
through an easing of restrictions and discriminations. 

Turning now to the Bank’s activities, it is interesting 
to note that in this past year, in spite of hostilities in 
Korea and the improvement that took place in the bal- 
ance of payments of many nations, the Bank extended a 
considerable volume of credit: loans were authorized to 
11 countries in an aggregate amount of $300 million. 
When these Boards met a year ago it was by no means 
clear that world events would permit a full-scale continu- 
ation of investment for development. The growing 
emphasis on defense did not appear to provide the best 
of climates for healthy investment by the Bank. And 
yet during the past year, at least some of our apprehen- 
sions have been laid to rest. The increasing demand for 
raw materials is improving the ability of primary pro- 
ducers to service new loans. Nor have defense prepara- 
tions as yet interfered as seriously as was anticipated 
with the supply of capital goods needed for development 
projects. Western Europe has fortunately recovered and 
in some respects surpassed its prewar capacity to pro- 
duce capital goods, and to an increasing extent can 
play a part in supplying the underdeveloped countries. 
At the same time, in view of the increasing demands of 
rearmament in certain of the highly industrialized coun- 
tries, it seems likely that the supplies of some types of 
capital goods will be more limited in the year ahead than 
in the past. I am sure that all will agree that it is more 
than ever necessary in these circumstances for the coun- 
tries desiring to move forward with their own develop- 
ment to make sure that they are making the fullest and 
most effective use of their own resources. 

The record of the Bank’s activities during the past 
years shows a continued emphasis on four major fields 
of development—power, transportation, telecommunica- 
tions, and agriculture. Most of the loans have been 
extended to the governments of member countries for the 
provision of utilities which are essentially public in 
nature. However, the Bank has also demonstrated its 
capacity to assist in those tasks that fall within the sphere 
of private enterprise. The world will watch with interest 
the activities of the financial institutions recently estab- 
lished with the assistance of the Bank in Turkey, Ethi- 
opia, and Mexico for the purpose of extending medium 
and long-term credits to private business. 

To all of us who are concerned with economic devel- 
opment it is deeply gratifying to observe the growing 
awareness of the need for assistance—both technical and 
financial—to the underdeveloped countries. In the past 
year a series of reports have emphasized this need. But 
here and there a tendency persists to simplify the prob- 
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lems of development, to think only in terms of money 
requirements, and to neglect the manifold difficulties in- 
herent in the whole process of putting money and mate- 
rials and skills to work effectively. 

In his address presenting the Report of the Executive 
Directors of the Bank last year, Mr. Black outlined the 
steps which in his opinion the underdeveloped nations 
must take to translate external financial assistance into 
the concrete substance of development, and he expressed 
the view that the Bank could play a significant role in 
this process. The approach which he outlined was an 
eminently practical one. It recognized that the process 
of development was many-sided and that concentration 
on one aspect—for example, excessive pushing of grandi- 
ose industrial projects and neglect of improvement in 
agricultural methods—was highly undesirable. It recog- 
nized that technical assistance and improvements in 
education, public health, and public administration were 
an essential part of any well-rounded program. 

I believe that this common-sense, grass-roots approach 
to the problem of economic development is to an increas- 
ing extent being recognized as the one which will produce 
the most effective results. I believe it is fair to say 
that, as the Bank has developed its activities and its 
thinking along these lines, its authority has grown and 
its capacity to help its members increased. 


Private investors are continuing to show confidence 
in the operations of the Bank. Sales of Bank bonds, 
from which funds are derived for loans to members, 
have this year taken place not only in the United States, 
where the Bank’s credit is well established, but also in 
the securities markets of the United Kingdom and of 
Switzerland. 

I have also been particularly pleased to note in recent 
decisions of the Bank a growing emphasis upon the 
development of informal contacts with its members. 
I feel that for both the Bank and the Fund it is more 
than ever before essential that members should be 
encouraged to feel that they can with complete assurance 
discuss the most intimate of their monetary and economic 
problems. The reciprocal faith and confidence that such 
discreet and friendly contacts will engender can do much 
to achieve the aims and purposes for which these’ insti- 
tutions have been created. 

We cannot overstress the need for mutual aid, for 
mutual confidence, and for cooperative effort. It is only 
by a steady recognition of these basic truths that we 
can pass through the maze of conflict and find ourselves 
on the path toward better living—both nationally and 
internationally. F 

September 10, 1951 


Address by Eugene R. Black, President of the International Bank 


When we met in Paris a year ago, the world was just 
beginning to measure the implications of new and grave 
international tension. I said at that time that unless the 
worst should happen, the International Bank must and 
would carry on its work at an accelerated pace. The 
Annual Report you have before you shows that we have 
done so. 

. The past fiscal year was the largest in our history— 
largest in the number of loans, largest in the amount lent, 
and largest in the extent of the activities we have carried 
on in our task of helping our member nations to increase 
productivity and raise standards of living. 

Let me put this achievement against the background 
of previous fiscal years. Our first loans for projects in 
the less developed countries were made in 1948; in that 
year, we made two development loans totaling $16 mil- 
lion. In the following 12 months, we made two more 
development loans amounting to $109 million. In fiscal 
1950, the figures rose to eight loans and $134 million. 
In this year on which we now report to you, we have made 
21 loans, totaling nearly $300 million, for development 
projects in 11 different countries. This is twice the volume 
of lending for development in any previous year. In 
fact, it is more than the volume of development lending 
in all our earlier years put together. 


As you know, the Bank considers the manner of putting 
money to work to be no less important than the amount. 
We always have been ready to help provide technical 
assistance in both the preparation and execution of loan 
projects. This type of activity, in the past year, has been 
an increasingly significant part of our lending operations. 

Quite apart from specific Bank financing, we have made 
growimg progress in helping our member countries to 
assess and to realize more effectively their full economic 
potential. One of our instruments for providing such 
assistance is the comprehensive economic survey mission, 
which suggests to the receiving country policies and in- 
vestment programs that appear most likely to accelerate 
its development. Last year we were able to inform you 
that one such mission had completed its work in Colombia. 
This year, we report that the work of this group has 
produced specific action; we present you with the find- 
ings of four other groups that have worked in Turkey, 
Guatemala, Cuba and Uruguay; and we announce work 
of a similar kind being completed or contemplated in 
five other countries of Latin America and the Near and 
Far East. 

Finally, during the year, we have increased our own 
resources; we have broadened our base in the private 
capital markets which provide the bulk of our loan funds. 
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We sold the first public offerings of our bonds in the 
United Kingdom and in Switzerland, and are continuing 
to explore opportunities to issue our securities outside 
the United States. In the American market, we raised 
new money for the first time since 1947 with a bond issue 
last February. The market itself welcomed the news that 
from now on we expect to be offering dollar securities, 
not at widely spaced intervals as in the past, but more 
frequently, as our lending operations require. Prepara- 
tions for another offering of dollar bonds are now vir- 
tually complete. 


All this demonstrates the considerable and growing 
strength of the International Bank. It is my opinion, 
which I think the record adequately supports, that unless 
the international situation deteriorates further, we will 
be able to meet all the capital needs of economic develop- 
ment in our member states, to the extent that those needs 
ought properly to be met on a long-term loan basis. 


In view of the record, it seems strange indeed that 
suggestions are still heard that new ways must be found 
to increase many times over the amount of intergovern- 
mental loans for development purposes. Such suggestions, 
in my experience, are usually based on large but hazy 
calculations of what is available and what really can be 
used in the form of loan capital for development. They 
are made without consideration of the seriousness of the 
obligation a country assumes when it incurs debt. They 
ignore the frustration and bitterness a country invites 
when it shoulders an obligation greater than it can afford, 
and before it is really ready to put capital effectively to 
work. 


I would like to record my emphatic disagreement with 
suggestions of this kind. If they divert members from a 
proper use of the financial facilities available to them, if 
they distract developing countries from concrete objec- 
tives, they can do great harm to the orderly progress of 
development. 


That is not to say that there may not be other useful 
instruments in the field of providing capital, on an inter- 
national basis, for economic growth. The idea has been 
advanced, for instance, of an international authority to 
allocate grants for development. Under present world 
conditions, it does not appear likely that any significant 
amount of grant capital will be provided on a truly inter- 
national basis; but the idea has merits that might well 
be considered in a later and happier day. 


The proposal also has been made that an international 
finance corporation be established as an affiliate of the 
International Bank to do two things that the Bank does 
not do; that is, to make equity investments and to make 
loans for private enterprise without some form of govern- 
mental guarantee. It may be that a corporation of this 
kind could do much to stimulate private investment, both 
local and foreign. Such a result would be of the greatest 


advantage. The Bank is giving the proposal serious study, 
and will report on the matter to the U. N. Economic and 
Social Council, at the request of that body, early next 
year. 

For the first time in the history of the world the prob- 
lems of development are being attacked on an organized 
international basis. At the same time, the awakening 
peoples within the underdeveloped countries have been 
pressing strongly for economic betterment. These two 
movements have joined to bring real progress: a rise in 
productive capacity and the building of sound foundations 
for further expansion. But while progress has been made, 
the problems are so enormous and the attack upon them 
is so new that none of us can be satisfied with the ad- 
vances so far achieved. 

There has been extensive discussion of ways and means 
to speed up the development process. Inevitably, much 
of that discussion has been in political forums, and more 
from the viewpoint of politics than of economics. We 
are familiar with the customary lines of argument—from 
the underdeveloped countries that they need more assist- 
ance than they are now getting, and from the developed 
countries that the other nations are not doing enough on 
their own account. There are elements of truth in both 
assertions. 

We are fortunate here today in that we can approach 
the subject of development from an economic—and tech- 
nical—standpoint, with fewer political overtones. It is 
for that reason that I believe it may be helpful to state— 
or, rather, restate—a few of the fundamental principles 
which, as I see it, should be guideposts in our attack on 
the problems of development. 

The first such principle—and it is a truism indeed—is 
this: Economic development is an important objective 
for the entire community of nations. It is important to 
less developed countries in terms of production, of stand- 
ards of living, and of continuing national growth. It is 
not less important to countries that already have reached 
a high stage of development. Their own livelihood and 
their own future depend on the progressive expansion of 
world production and commerce. 

The present international situation should illuminate 
rather than obscure these truths. The only way to support 
defense preparations and at the same time protect living 
standards is through greater production. Not long ago, 
the world emerged from a great war which made it neces- 
sary, in many areas, to suspend normal processes of eco- 
nomic growth. The nations have had to engage in 
tremendous effort and to spend enormous sums of money 
to repair the loss of those years. Surely we would now 
court disaster if economic development were again to be 
treated as a secondary problem and more years were to 
be lost. 

The very increase in production which is now required 
must be based on balanced growth. Rising industrial 
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production creates demands for additional supplies of raw 
materials; while developed countries themselves can do 
much to increase their output of these materials, and 
especially of food, new production elsewhere is also im- 
perative. The underdeveloped countries can hardly be 
expected to continue to supply basic commodities, with- 
out some reasonable return in equipment and machinery 
that will enable them to raise their own standard of living. 
It is therefore less than ever possible to divide production 
problems neatly between nations that are highly indus- 
trialized and those that are not; the fact is that sound in- 
vestments in raw materials production and in industrial 
growth, in either kind of country, are potential contri- 
butions to the solution of a common problem. 


I wish I could assure you that this premise, of the im- 
portance of economic development ,is universally accepted. 
But I cannot. Some countries have acted on it with vigor 
and wisdom, but there is still much that others could do. 
Let me mention two widely differing aspects of the prob- 
lem as they are observed in the Bank’s operations. 

As you well know, our member countries have sub- 
scribed to the capital of the Bank partly in their own 
currencies, which are ultimately intended for use in the 
Bank’s lending operations. We appreciate the difficulties 
involved in releasing significant amounts of these capital 
subscriptions in the circumstances of today; yet we feel 
that it would be worth while, in the pursuit of our com- 
mon objective of development, to put more of these re- 
sources at the Bank’s disposal. Since development does 
serve the common good of all the members, we are not 
asking for an unrewarded export of capital from developed 
nations, but for an investment which will redound to 
their interest and to the interest of less developed coun- 
tries as well. Release of the members’ currencies, in some 
instances, may well mean the difference between a useful 
development investment, including dollars, and no in- 
vestment at all. 


On the other side of our lending operations, | am sorry 
to have to report to you that many of the Bank’s bor- 
rowers are slow in putting money to work. We certainly 
appreciate the care that must be taken in the commence- 
ment of any undertaking; yet I think we have more in- 
stances than we should of an interval of many months— 
sometimes amounting to a year or more—between the 
signing of our loan contract and the accomplishment of 
the preliminary steps that are necessary to allow a de- 
velopment project to proceed. Our rate of disbursements, 
in relation to commitments, is low enough to be a real 
cause of concern. 


These are but two instances in which the Bank finds 
that the importance of economic development is not fully 
appreciated—instances in which development is retarded 
from causes not by any means beyond the control of 
member nations. 


My second proposition is this: Economic development 
cannot be based on expediency—political or any other 
kind. Political processes, of course, are the essence of 
democratic governments; and it is true that in a demo- 
cratic society it is often difficult for a government to take 
the long-term view. Yet development is a long-term 
process. It cannot be carried out sporadically; it must 
be approached as a matter of broad and continuing public 
interest—not a means of promoting the interests of a 
particular area of the country, not a means of winning 
votes in a critical electoral district, not a means of satis- 
fying the ego of political sponsors. 

The more developed nations, too, need to remind them- 
selves continually that international aid for development 
ought not to be based on expediency. To be really effec- 
tive, they should not relate their efforts to fever charts of 
international tension, but rather to the fundamental con- 
ditions of which the fever may be only a long-delayed 
symptom. 

Aid to development will be wasted unless there is con- 
tinuity in providing it, and, almost equally important, un- 
less there is a reasonable assurance of such continuity. 
Moreover, if economic assistance is cast solely in the 
mould of historical friendships or strategic considera- 
tions, it will neglect useful resources that should be de- 
veloped for the common good. 


Thirdly, let me say that in my opinion too much em- 
phasis is often placed on capital, particularly foreign 
capital, as the prime ingredient of development. We are 
familiar with the complaint that lack of capital impedes 
progress in underdeveloped countries, and this is un- 
doubtedly true. Yet there are many other factors in- 
volved in development. Most of our member nations 
could profit by giving much more attention to these 
factors than they do. 


The social institutions of the country, the distribution 
of wealth and opportunity among the people, the effec- 
tiveness of the educational effort, the energy and com- 
petence of government administration, and the character 
of the policies governing the use of the country’s re- 
sources—these are all factors which bear quite as directly 
as foreign capital on the rate of development. 


Proper action in these fields is not only worth while in 
itself, but is indispensable to the productive use of capital. 
It could do much to mobilize capital resources which 
exist in nearly every underdeveloped country but are not 
fully available for development. We all know of many 
cases in which local capital is sent abroad, or hoarded in 
the form of gold, commodities, or land that is not put to 
productive use. We know of countries where individual 
wealth finds speculative trading profits more appealing 
than investment in manufacturing or other productive 
enterprises. As long as governments and peoples do not 
pay sufficient attention to the environment in which 
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capital must grow and work, it is hard to see how the 
case could be otherwise. Yet if a country cannot induce 
its citizens to put their own capital into productive enter- 
prises at home, it cannot reasonably expect to attract 
capital from abroad. 

My fourth proposition is that we must constantly work 
to improve the effectiveness of technical assistance. The 
shortage of trained personnel at every level is one of the 
greatest and most intractable obstacles to development. 
Recent programs of technical assistance, undertaken both 
bilaterally and internationally, are a constructive effort 
to help the underdeveloped countries meet this difficulty. 
Considerable progress has been made Many capable and 
devoted men are now hard at work, under these programs, 
in underdeveloped countries throughout the world. They 
daily provide proof that the programs are sound in 
purpose. 

As we gain experience in technical assistance, how- 
ever, it is becoming clear that some revisions of approach 
are necessary. In an effort to get these programs started, 
too much emphasis has been put on sending out into the 
field as many experts as possible in just as short a time 
as possible. Too little emphasis has been put on getting, 
in advance, a clear definition of their duties, responsi- 
bilities, and status The result often has been frustration 
on the part of the experts; and in some recipient coun- 
tries there has been bewilderment at a multiplicity of ad- 
visers without defined functions, and a breeding of an- 
tagonism toward the whole concept of technical assistance. 

It is essential, I think, that certain understandings 
should be reached before any technical expert is sent to 
the field. There should be a convincing demonstration 
both of a need and a desire for his services, a clear agree- 
ment on the work he is to perform, and a precise under- 
standing of his relationship to the official whom he is to 
serve. 

I believe there has been far too much scattering of 
effort in the technical assistance programs. Assistance 
has been asked and provided over the whole vast range of 
economic and social activity, without much consideration 
for relative orders of importance. There is need for more 
concentration of effort on the fundamentals—on such 
things as improvement of agricultural techniques, educa- 
tion, health, and public administration. Concentrated on 
these fundamentals, the programs would be more under- 
standable, more manageable, more effective—they would, 
I think, have a coherence and impact far greater than at 
present. 

As far as concerns the sectors of the economy directly 
concerned with production—agriculture, industry, min- 
ing, power, transportation, and the like— there is need 
for far closer association of technical assistance with 
financial assistance. In these fields particularly, recom- 


mendations for improvements, however sound, are apt to 


go unheeded unless at the same time capital is made 
available to help carry out the recommendations. Good 
advice is rarely welcomed for its own sake; experience 
demonstrates that, if the advice is to be effective, it must 
usually be accompanied by something more tangible. 
In other words, technical assistance in these fields should 
not be regarded as a separable activity. To the extent 
possible, it should be integrated with financial help in 
pursuance of a single development objective. 

My fifth and last premise is that development is pri- 
marily the responsibility of the developing country it- 
self. There is not, and cannot be, any substitute for 
internal effort. Foreign capital cannot be broadly effec- 
tive in the absence of local capital. Foreign advice will 
be useless unless there are roots for it to nurture. 

At best, outside aid can provide only a margin over 
and above what a people are doing for themselves. It 
can be the margin between failure and success, but only 
when there is substantial local effort. And there can be 
such an effort only when a nation has a will to develop— 
when there is a drive within the country itself to improve 
the living standards of its people, and a government 
which reflects that drive. 

Let me conclude by restating what, as I see it, we are 
all seeking in this process of economic development. 
Expanding world commerce and higher living standards 
are phrases that mean something important, but they may 
obscure the fact that both the source and the object of 
our efforts is the individual human being. In him is the 
motive power of what we can do, and for him are the 
rewards of what we can accomplish. 

More clearly today than ever before, we know what 
happens when men live and are treated as masses, as 
statistics, as servants of privileged classes, or as creatures 
of the state. All during our lifetime, we have seen them 
erupt in riot and bloodshed; we have seen them hypno- 
tized and driven to self-destruction in war. The threat 
that faces us today does not lie in the wilfullness of a 
few men; it lies in their ability to control people in 
masses, and to appeal to other masses who may be willing 
to exchange one form of subjugation for another. 

In that perspective, economic development can be one 
of the most significant and constructive activities of our 
time. Through development, we can help give men a 
chance to satisfy their aspirations not as a mob but as 
individuals. For one of the striking characteristics of a 
developed society is the great variety of choice it can 
offer to individuals; a choice not merely of one twentieth 
century convenience over another, but a choice of work, 
of careers, of living places, of ideas, and of leadership. 

Variety of choice is one of the things we are talking 
about when we talk about freedom. In far too much of 
the world today, this element of freedom does not exist. 
Men are likely to think they have a choice only between 
extremes: between slow starvation and quick revolution; 
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between complete inertia and regimented obedience to 
political leaders who themselves may represent extremes. 

I think it is obvious that a world of free men would be 
far more stable and peaceful than the one around us 
today. I think it is obvious that economic development 
is an indispensable tool for providing the richness of 
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alternatives that makes up a world of free men. If 1 am 
right, that our objective is to protect and enlarge the 
freedom of the individual, it is an objective that is surely 


worth all the energy we can devote to its achievement. 


September 10, 1951 


Address by Ivar Rooth, Managing Director of the Fund 


In presenting the Annual Report of the Executive 
Directors of the International Monetary Fund, it is cus- 
tomary for the Managing Director to make a speech. 
I shall take advantage of this custom to express my deep 
appreciation to my colleagues of many countries for the 
kindness they have shown in welcoming me to the Fund. 
I have not the gift of eloquence that enables some men 
to say what they feel in measured periods of great prose. 
I shall therefore have to content myself with saying, 
“Thank you.” 

What I say now, in presenting the Annual Report for 
your consideration, is no more than a general introduc- 
tion to the conversations we expect to have with each of 
you on how the Fund can work with your countries in a 
mutually helpful way. The Annual Report of the Execu- 
tive Directors shows the very considerable progress that 
has been made in expanding production. Nevertheless, 
there are countries in which production is still quite 
inadequate to deal with the persistent problem of too 
low a standard of living. The Annual Report also shows 
that great strides were made in 1950-51 in securing a 
better all-round pattern of international payments. Never- 
theless, there are countries in which there is still a diffi- 
cult payments problem. 

It seems to me that the pervasiveness and the intract- 
ability of the payments problem indicate that it is funda- 
mentally a by-product of inflation. Despite the great 
rise in output, the inflation problem remains acute. When 
the people of a country spend more on consumption and 
investment and for government purposes than the value 
of what they produce at home and the aid they receive 
from abroad, the excess spending will be used to bid 
away goods from export markets and to import more 
than can be paid for with accruing exchange earnings. 
The payments problem can for a time be kept under con- 
trol by restrictions on imports; and from time to time 
a temporary remedy can be found in devaluation. The 
impact of inflation on international payments is certain 
to differ widely among countries, and a satisfactory solu- 
tion to the payments problem is impossible unless and 
until inflation has been stopped. 

Probably at no time since the end of the war has the 
threat of new inflation been so great and so widespread. 
The reasons are clear. The pressure to raise standards 
of consumption is everywhere so great that governments 
hesitate to restrain this manifestation of the popular 
will, At the same time, the urge for investment to develop 





and to modernize is almost universal. Some govern- 
ments seem to regard a steady investment boom as a 
proper objective of economic policy. And now in many 
countries the serious international situation requires that 
part of the current output should be used for defense. 

To avoid inflation, each country should see what re- 
sources it has available for consumption, investment, 
and government purposes, and should shape its policies 
to make sure that the competing claims on these resources 
are not larger than the total that is available. The one 
clear fact is that inflation will not increase the real 
wealth of a country, that it will divert resources from 
the purposes for which they are most needed, and that it 
will generate distortions that strain the social and eco- 
nomic structure. 

Frankly, the only thing that can be said for a policy 
of inflation (and inflation is a policy although a bad 
one) is that it disregards the need for private and public 
restraint in spending, and avoids unpalatable measures 
of taxation and credit restriction. Inflation reduces the 
use of resources not in those spheres where the loss is 
likely to be at a minimum, but in those where individuals 
are too weak to defend themselves. And so we may find 
that, as a result of inflation, the wealth of some may 
increase while that of others is reduced, speculative 
investment may grow while productive investment de- 
clines, and the inducement to save may be destroyed 
when the need for savings is greatest. 

There is no intention on my part to underestimate the 
real difficulties of dealing with inflation. The needs for 
consumption, for investment, and for government pur- 
poses, particularly defense, are in some instances so 
acute that they cannot be compressed without sacrificing 
some urgent social, economic, and political objectives. 
Even for those who receive help from abroad, it will be 
difficult to keep the aggregate demand for real resources 
within the limits of the available supply. Nevertheless, 
in one form or another it will be done. It will be done 
either in a rational way by preventing inflation, or in a 
haphazard way by permitting inflation. 

We hear a great deal of the international forces of 
inflation. The sharp rise in the prices of raw materials 
since the fighting began in Korea makes it necessary for 
the industrial countries to increase exports consider- 
ably to pay for the same volume of imports. In the raw 
materials exporting countries, the rise in prices of exports 
increases the amount of import goods available for 
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consumption and investment, but the higher incomes of 
exporters induce a rise in prices and wages throughout 
the economy. 

Sudden changes in world market conditions inevitably 
disturb the domestic economic situation in all countries. 
To the extent that incomes and costs respond to rising 
prices and remain rigid with falling prices, serious dis- 
tortions are built into the economic structure which will 
give rise to future payments difficulties. The mainte- 
nance of a progressive but stable economy in the great 
industrial countries is essential to provide a foundation of 
world stability. Unfortunately, the disorders and the dan- 
gers in the world political situation make it difficult for 
the time being to maintain stability in the world economy. 

In a period of widespread shortages created by the 
extraordinary needs for defense, even bold financial pol- 
icies cannot prevent some rise in prices. But nothing 
could be more fallacious than the assumption that each 
individual country is helpless to resist a world-wide in- 
flationary trend, and that the price rise abroad is always 
the main reason for the price rise at home. In most 
countries, the national component in inflation is far 
larger than the international. In any case, a country 
which deals with the inflationary forces that it is itself 
generating will not only keep the rise in prices within 
moderate limits, but will almost certainly avoid a serious 
international payments problem. 

The monetary authorities in some countries have 
begun to recognize that sound financial policies are 
effective, even though they are unpleasant. The only 
means of preventing inflation is to reduce public and 
private expenditure. Governments must discipline them- 
selves in these times to cut down on every dispensable 
public service; and they must use appropriate taxes and 
credit restrictions, however burdensome they seem, to 
reduce private expenditure. It is this very feeling that 
taxes and credit restrictions are a burden which is 
indicative of their effectiveness. Taxes and credit restric- 
tions can restrain inflation by cutting consumption 
expenditure and investment outlay. A strong fiscal and 
credit policy will do a good deal to minimize and 
perhaps eliminate the national forces of inflation. 

Such financial policies are especially difficult to apply 
in underdeveloped countries. The need for investment 
to raise productivity is urgent because of their low 
standards of living. At the same time, these countries 
are not able to provide enough savings to finance their 
own development at a satisfactory rate. Under these 
conditions, the temptation to finance investment by infla- 
tionary means is especially great. And yet, it is precisely 
because of their low standards of living that inflation is 
a crude and destructive means of securing additional 
savings for development. I am convinced that socially 
more desirable and economically more constructive ways 
can and must be found to finance investment in under- 
developed countries. 


The inflation problem is never so simple that a remedy 
can be prescribed in general terms. Clearly, the pre- 
scription will have to take account of the special condi- 
tions in each country. The ingredients in the prescrip- 
tion will invariably include fiscal and credit measures 
in a form suited to the institutional arrangements of the 
country. They will also include measures in other fields; 
but the effectiveness of these other measures will in large 
part depend on the strength of the financial policy that 
accompanies them. Many of you are taking the lead 
in your own countries to secure a wider recognition of 
the need for such a financial policy. You can be sure 
that you have the support of the Fund in your efforts. 

In emphasizing the significance of inflation for inter- 
national payments, I have no intention of exaggerating 
the importance of its external, in comparison with its 
internal, effects. It is simply that in the field of inter- 
national payments, the Fund and you, as the Board of 
Governors of the Fund, have a clear responsibility under 
the Fund Agreement. We would be unmindful of this 
responsibility if we did not point out to our members 
that no enduring solution to international payments 
difficulties can be found until countries have eliminated 
the inflationary forces that are generated by their own 
policies. 

Although I have placed great emphasis on the inflation 
side of international payments, it should be pointed out 
that the world payments situation is also being disturbed 
by the interruption of normal trade. The sudden cutting 
off of markets and supplies creates serious payments 
difficulties, particularly when alternative trading partners 
cannot easily be found. All members of the Fund have 
an interest in seeing that the flow of trade in economic 
channels is not cut off. Their positive interest, in fact, 
is to see that those channels are opened to a freer 
interchange of goods and services. 

Now, when real needs are rapidly growing, the world 
cannot afford the wastes inherent in restrictions. The 
Fund report on exchange restrictions has already drawn 
attention to some progress in reducing restrictions on 
current payments. In emphasizing the wastes of ex- 
change restrictions, we should not overlook the harm 
caused by trade restrictions which countries without 
payments difficulties impose for protective reasons on 
their imports from countries with payments difficulties. 

Under the Articles of Agreement, by March 1952 the 
Fund must begin consultations with members that still 
maintain restrictions on transfers and payments on cur- 
rent transactions under the provisions applying to the 
transitional period. We intend to discuss with such 
members the manner in which these restrictions can be 
relaxed or eliminated before the vested interests they 
create become an impassable obstacle to a freer flow. of 
international trade and payments and perpetuate the 
system of restrictions and discriminations. The Fund 
does not ask its members to incur large deficits which 
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they cannot finance, or to deplete reserves which cannot 
be spared. It does ask its members to reduce restrictions 
as their payments positions improve, and to take the 
measures necessary to secure this improvement. 

These are times when we are in danger of being over- 
whelmed by the immediacy and the size of the task of 
defense, by the need to reconcile aspirations for economic 
progress with the urgency of achieving security. In the 
midst of these difficulties, let us not lose sight of the 
ultimate goal of human welfare. Even while we deal 
with the pressing problems of defense, we must bear in 
mind the immense tasks of peace that lie ahead. The 
Fund, in its own sphere, has its proper and important 
part to play. It is designed as an instrument of peace, 
“To facilitate the expansion and balanced growth of 
international trade, and to contribute thereby to the 
promotion and maintenance of high levels of employment 
and real income and to the development of the productive 
resources of all members as primary objectives of eco- 
nomic policy.” Our contribution to this is not less use- 
ful if sometimes it is the unpopular one of checking 
ambitions against facts. This is the hard but essential 
role of finance ministers and central bankers. 

It is my convicton that the Fund has a vital part to 
play by the use of its skills and its resources and by 
encouraging the conditions necessary for real inter- 
national cooperation. In saying this, I am aware that 
even its friends are concerned about the recent limited 
use of the Fund’s resources to which the Chairman of 
the Board of Governors has alluded. No one will ques- 
tion that for many members help on a generous scale 
has been available from the United States. It is not, 
therefore, any very wide use of the Fund’s resources 
which has hitherto been needed. More important is the 
use of the Fund’s resources in practical programs where 
they could be helpful. The Executive Board of the Fund 
is in agreement that more effective consultation with 
members for use of the Fund’s resources is desirable and 
necessary to give them confidence to take bolder steps 
toward the achievement of the Fund’s objectives. 

I ask you, as the chief financial authorities in the mem- 


Lebanese Repurchase of Currency 

The Government of Lebanon has discharged a re- 
purchase obligation to the International Monetary Fund 
by payment of $855,800 in gold and U. S. dollars. Of 
this amount, $62,400 was paid in U. S. dollars and 
$793,400 in gold. The payment decreased the Fund’s 
holdings of Lebanese pounds to 75 per cent of Lebanon’s 
quota in the Fund. This quota is US$4.5 million. 
Source: International Monetary Fund, Press Release No. 

169, Washington, D. C., September 7, 1951. 


Europe 
U.K.-Danish Agreement on Bacon Prices 


Under a four-year contract which expires on Sep- 


ber countries, to help us in establishing the feeling of 
mutual confidence which must be the basis for the close 
cooperation of the Fund and its members. For my part, 
I pledge you that we at the Fund will do all that lies 
within our power to make the Fund an effective inter- 
national organization devoted to promoting the well-being 
of all its members. The attainment of this purpose 
requires the Fund to do more than act as an agency for 
consultation and more than provide technical advice, 
important and even indispensable as these activities are. 
It requires, too, the active operation of the Fund as the 
holder of a common reserve to be used by its members 
in practical programs to advance the Fund’s purposes. 

I want our friends from other international agencies 
who are participating in this Annual Meeting of the 
Fund and the Bank to know that we welcome this evi- 
dence of their desire to work with us. The problems 
with which we deal have many aspects of interest to 
the United Nations, its specialized agencies, and regional 
groups in Europe, Latin America, and the Far East, 
within the framework of the United Nations and outside 
it. The Fund is working harmoniously with these groups. 
It is of particular importance for the effectiveness of 
the Fund that we should work in close and constant 
collaboration with other international financial insti- 
tutions—such as the European Payments Union, the Bank 
for International Settlements, and above all, the Inter- 
national Bank. 

I agree whole-heartedly with the statement of the 
Chairman of the Board of Governors that “now more 
than ever before do we feel the need for effective inter- 
national consultation and mutual help.” The big job 
for you and for us is to see that the Fund does its work 
well, for it is clear from the experience of recent years 
that international cooperation is and will remain the 
best way to deal with problems in the field of inter- 
national payments, exchange practices and restrictions, 
and exchange rates. 


September 11, 1951 


tember 30, 1952, Denmark is required to ship 90 per 
cent of its bacon exports to the United Kingdom, and the 
price is decided once every year. For the last year of 
the contract (October 1, 1951 to September 30, 1952), 
representatives of the two countries have agreed to raise 
the price by 1244 per cent, to 262s.5d per ewt., f.o.b., 
for up to 110,000 tons; for supplies in excess of this 
quantity, the price increase will be 28 per cent. These 
increases are exceptional since they go far beyond the 
71% per cent increase stipulated in the agreement as the 
limit for annual price increases. They result from the 
recent decline in the number of pigs, and they are 
expected to encourage production. 

It is anticipated that the increases will raise the value 
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of Danish exports by DKr 100 million. During the first 

half of 1951, Denmark provided 64 per cent of Britain’s 

total bacon imports, compared with 54 per cent in the 

comparable period in 1950. 

Source: Bgrsen, August 2, 1951, and Harald R. Martin- 
sen, Danish Letters, September 7, 1951, Copen- 
hagen, Denmark. 


Wage Changes in France 

France’s Committee for Collective Wage Bargaining 
(Commission Supérieure des Conventions Collectives) 
held a meeting with the Government on August 31 to 
study “the principle” of a national wage increase through 
raising the minimum legal wage. The Committee is an 
advisory body, which recommends to the Government 
changes in the rate of the legal minimum hourly wage 
because of variations in the cost of living. In the past, 
the recommendations of the Committee have been fol- 
lowed by the Government, notably in March 1951 when 
the minimum wage was increased by 11 per cent. 
Source: Le Monde, Paris, France, August 27, 1951. 


Belgium's EPU Surplus 

A series of measures have been decided upon by the 
Belgian and Luxembourg Governments, in order to bring 
about a reduction in the Belgian-Luxembourg net pay- 
ments surplus with EPU countries and a decrease in its 
deficit with the dollar area. Complete freedom is to be 
given to Belgian-Luxembourg capital for investment in 
EPU countries (with the exception of Switzerland). The 
discouragement of the export of goods and services to 
EPU countries is sought by such measures as a blocking 
of a certain percentage of export proceeds for a limited 
period of time. Imports of equipment goods from EPU 
countries are to be encouraged by special credit facilities. 
The encouragement of exports from other EPU countries 
to Belgium-Luxembourg is to be sought in bilateral 
negotiations with the main EPU debtors. Some restric- 
tions. on imports of goods from the dollar. area are ta be 
applied at once; they also aim at encouraging the import 
of similar goods from EPU countries. The effort of 
expanding Belgian-Luxembourg exports will be concen- 
trated on the dollar area. 
Source: Agence Economique et Financiére, Brussels, 


Belgium, September 5, 1951. 


Greek Exports 

The value of Greek exports in 1950-51 (year ended 
June 30, 1951) is reported as equivalent to US$95.2 mil- 
lion ($2.8 million more than the planned figure), com- 
pared with $72.3 million in 1949-50. Though higher 
prices account for a large part of the increase, it is 
probable that the export volume also increased, since the 
principal exports have benefited less than other com- 
modities from the price inflation in world markets since 
Korea. 
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Exports of currants and sultanas in 1950-51 increased 
by $7 million, or 41.4 per cent; mineral ores by $2.7 mil- 
lion, or 117 per cent; olive oil and olives by $2 million, 
or 104 per cent; rosin by $1.4 million, or 140 per cent; 
tobacco by $3.8 million, or 11.2 per cent. Exports to 
the dollar area increased by $4.9 million, or 38 per cent; 
to EPU countries by $18.1 million, or 40 per cent; to the 
sterling area (outside EPU) by $4.6 million, or 38 per 
cent; and to European countries not participating in 
EPU by $2 million, or 53 per cent. 

Source: To Vima, Athens, Greece, August 21, 1951. 


Germany Joins Sterling Transferable Account Area 

The U.K. Treasury has announced that Western Ger- 
many (the Federal Republic and the Western Sectors of 
Berlin) was admitted to the Sterling Transferable Ac- 
count Area as of August 31 (see this News Survey, Vol. 
III, p. 320). The Bank of England will indicate by 
letter to the British banks concerned the sterling accounts 
which initially are to be designated as German trans- 
ferable accounts. All other accounts of firms and in- 
dividuals in Western Germany will be described as 
German accounts. 

Under the transferable account system, sterling trans- 
fers from one transferable account to another, irrespec- 
tive of the account holder’s country of residence, may 
be made freely, subject only to reporting to the Bank of 
England. In order to insure that these facilities are used 
only in respect of payments for current transactions, the 
“transferable” designation is applied only to those ac- 
counts which the exchange control authority in a par- 
ticular country is prepared to supervise. 

Source: The Financial Times, London, England, Sep- 
tember 1, 1951. 


Middle East 


Egypt’s Balance of Payments 

Egypt’s balance of payments for 1950 shows a deficit 
of LE14.4 million ‘(US$415 million) ; in 1949: disburse- 
ments had equaled receipts. A currency area classifica- 
tion indicates that in 1950 Egypt had a surplus of 
LE13.6 million with the hard currency area, and of 
LE8.1 million with the sterling area, and a deficit of 
LE36.1 million with the soft currency areas. The surplus 
with the hard currency area contrasts with a deficit of 
LE8.6 million in 1948 and of LE1.4 million in 1949. 
Source: Al Ahram, Cairo, Egypt, September 5, 1951. 


U.S. Cotton Purchases in Egypt 

It is reported that the U. S. Government intends to 
accelerate its purchases of long staple cotton (mainly 
Karnak) from Egypt. Current stockpiling plans pro- 
vide for purchases of 625,000 bales, to be spread over five 
years. This year the Commodity Credit Corporation 
purchased in Egypt only 72,000 bales from the total 
annual quota of 125,000. It had hoped to fill the balance 
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by buying similar varieties of cotton from the American 
crop. 
Source: Le Commerce du Levant, Beirut, Lebanon, 


August 15, 1951. 
Savings Bank in Israel 


To stimulate savings and facilitate the transfer of 
money, the Israeli Parliament has passed a law establish- 
ing a Post Office Bank. Under its charter the Bank is 
authorized to receive savings deposits and to pay interest 
on them. In addition, it will undertake to transfer money 
by way of postal orders. The State is to be responsible 
for the fulfillment of the financial obligations of the 
Bank. 

Source: Barclays Bank (Dominion, Colonial and Over- 
seas), Overseas Review, London, England, July 
1951. We 


Exchange Policy in Syria 
A press report states that the Government of Syria has 
lifted the requirement that foreign tourists and receivers 
of emigrants’ remittances surrender 10 per cent of their 
exchange holdings to the Government’s Exchange Office 
at the official rate. This requirement had been lifted in 
October 1949 for exporters. Compulsory surrender still 
applies to capital imports and other invisibles in certain 
specified currencies, mainly the U.S. dollar, sterling, and 
French, Belgian, and Swiss francs. 
Source: Le Commerce du Levant, Beirut, Lebanon, Sep- 
tember 1, 1951. 


U.K. Control of Iranian Sterling Transactions 

Following the failure of the Iranian Government to 
reach an agreement with Britain on the exploitation of 
its oil resources, Britain has canceled, two months before 
it was due to expire, the financial agreement with Iran 
which provided for the convertibility into dollars of 
sterling held by Iran for the purchase of goods that could 
not be obtained on the same conditions in the United 
Kingdom. All sterling transactions with Iran will require 
sanction by the British Treasury, and customers for 
Iranian oil will not be allowed to pay in sterling. Iran’s 
automatic right to use sterling for payments to and from 
countries in the sterling area and to and from certain 
other countries has also been withdrawn. The export of 
certain scarce goods which the United Kingdom had been 
supplying to Iran has been halted; and other exports 
will be subject to the same kind of security licensing 
embargo that is applied to Communist countries. 
Source: The Journal of Commerce, New York, N. Y., 

September 11, 1951. 


Far East 


Government Borrowing and Small Savings in India 
Within 2% hours of the opening of subscriptions, on 

August 20, to the Government of India 3 per cent loan, 

1958, Rs 500 million had been subscribed. Of this total, 


between Rs 370 million and Rs 380 million comprised 
bonds presented for conversion; the remainder covered 
cash subscriptions. This was an improvement over the 
cash subscriptions of Rs 75 million to last year’s bond 
issue. Under the budget, the Government is to offer 
Rs 1 billion in loans this year, of which Rs 800 million 
will be to repay old loans. 

The flow of small savings in the year ended June 30, 
1951, although higher than during the previous year, was 
meager. Net receipts of Postal Savings and National 
Savings Certificates were Rs 255.3 million against 
Rs 253.6 million in 1950. However, the ten-year 344 per 
cent tax-free Treasury Savings Deposit Certificates 
issued since February 1951 have proved to be very popu- 
lar: collections through June amounted to Rs 98.3 mil- 
lion against Rs 120 million estimated for the entire fiscal 
year. These and other small savings during the fiscal 
year totaled Rs 353.6 million. : 
Sources: The Times of India, Bombay, India, August 

22 and 25, 1951. 


Thailand Wolfram Industry to be Nationalized 
The Thailand Government has decided to nationalize 


the wolfram mining industry after its concessions expire; 

it will then be taken over by the Department of Mines. 

The nationalization is expected to increase wolfram pro- 

duction and thus iron out difficulties in supplying this 

strategic material under the American Aid Program. 

Source: Far East Trader, New York, N. Y., August 22, 
1951. 


Japanese Silk Stabilization Plan 


Japanese silk exports during the first six months of 
1951 were reduced to 29,398 bales (of 132 pounds each), 
from 37,108 bales in the corresponding period of last 
year. The largest decrease was in shipments to the 
United States, attributed ‘to the U.S. price freeze. Spot 
silk prices, which had increased to 300,000 yen per bale 
in February this year, from the price of less than 120,000 
yen prior to June 1950, dropped again in August to 
180,000, while silk dealers claimed that the cost per 
bale was 190,000. 

The International Silk Congress at its New York ses- 
sion last November recommended to Japan that a corpor- 
ation be established to buy and sell silk to stabilize the 
silk price. This plan was rejected by SCAP as against 
the spirit of free enterprise. Recently, it was reported 
that the Japanese Ministry of Agriculture and Forestry 
would decide shortly on the establishment of a Raw Silk 
Price Stabilization Special Account, suggested by the 
United States. The Government will determine a maxi- 
mum price at which it will sell silk, and a minimum price 
at which it is prepared to buy. Within three months after 
a purchase, silk may be sold back to the original seller 
at the minimum price plus a certain fee. The Govern- 
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ment will also maintain adequate stocks to sustain the 

maximum price. 

Sources: Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, Tokyo, Japan, July 21, 1951; 
The Journal of Commerce, New York, N. Y., 
Auugst 21, 1951; The Japan Economic Weekly, 
Tokyo, Japan, August 23, 1951. 


Indonesian Rubber Exports 


Preliminary figures of the Central Statistical Office of 
Indonesia indicate that Indonesian rubber exports 
during the first half of 1951 amounted to about 375 
million kilograms valued at about 107 million rupiah. 
The monthly average for this period was about 62.6 
million kilograms, against a monthly average of 23 mil- 
lion in 1939, 33 million in 1949, and 52 million in 1950. 
Source: Information Office of the Republic of Indonesia, 

Report on Indonesia, New York, N. Y., August 
28, 1951. 


Philippine Abaca Development Project 


Under the over-all $15 million ECA interim aid pro- 
gram for the Philippines, a half-million peso abaca re- 
search and development program has been blueprinted 
by the Philippine Council for U.S. Aid for early imple- 
mentation. The goal of the project is to restore the 
Philippine abaca industry, one of the country’s leading 
export industries, to first position in the world market. 
From a total allocation of $88,000 (P176,000) from the 
ECA interim aid fund, the program has earmarked 
$32,000 for abaca disease control and $56,000 for abaca 
research equipment. An additional P250,000 will be 
raised in local currency to cover the wages of laborers 
in field control and eradication work, and for the salaries 
and expenses of technical personnel. 

Source: Department of Foreign Affairs, News from the 
Philippines, Manila, Philippines, July 2, 1951. 


United States 


Priorities for Foreign Orders 

In a move to assure the development of foreign 
projects vital to the allied defense program, a new group, 
the Foreign Facilities Committee (FFC), has been estab- 
lished within the U.S. National Production Authority. 
The purpose of the Committee is to assure deliveries of 
scarce U.S. goods essential to the completion of foreign 
projects for which financing is available. This will be 
done by assigning priorities similar to those given to 
domestic defense producers. 

FFC has already approved assistance projects in 
Mexico, Thailand, and Argentina. In Mexico, delivery of 
U.S. machinery and equipment will make possible the 
development of sulphur deposits in the State of Vera 
Cruz. Additional sulphur from this source will help to 
alleviate the extremely short supply position of the 


Western Allies as well as render Mexico virtually inde- 
pendent of foreign supply sources. In Thailand, the 
delivery of construction equipment for an irrigation 
project is assured. When this project is completed, rice 
production will be raised by 546,000 tons per year, thus 
helping to alleviate the serious food shortage of South- 
eastern Asia. This area has approached famine condi- 
tions since civil unrest practically eliminated rice exports 
from Burma, Indo-China, and Korea. In Argentina, 
a U.S. company will be able to manufacture insulin and 
other drugs as a result of assured delivery of materials 
and equipment for its plant. 

Source: Business Week, New York, N. Y., August 25, 

1951. 


U.S. Inventories 


U.S. business inventories are showing a definite 
tendency toward leveling off, according to a recent report 
of the U.S. Department of Commerce. The book value 
of total inventories rose only $200 million in July (on 
a seasonally-adjusted basis), compared with an increase 
of $600 million in June. In each month from August 
1950 to May 1951, there was an increase in inventories, 
ranging from $1.3 billion to more than $2 billion a 
month. The current situation, according to the Depart- 
ment, reflects an adjustment of manufacturing output 
and of purchasing by distributors to the softening in 
consumer demand early this year, as well as the effect of 
recent declines in prices upon inventory valuations. 


Manufacturers’ inventories increased about $450 mil- 
lion during July, while those of retailers declined about 
$150 million and wholesalers’ stocks dropped $100 
million. At the retail level, the decline occurred primarily 
among automotive dealers. An increase in hardware 
store stocks was offset by declines in stocks of other 
durable goods distributors. 


Source: The Journal of Commerce, New York, N. Y., 
September 11, 1951. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 


The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

The Office of Public Relations 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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